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REPORT OF THE AUDITOR-GENERAL ON MURANG’A UNIVERSITY OF 
TECHNOLOGY FOR THE YEAR ENDED 30 JUNE, 2020 

 

REPORT ON THE FINANCIAL STATEMENTS  
 

Qualified Opinion 
 

I have audited the accompanying financial statements of Murang’a University of 
Technology set out on pages 1 to 38, which comprise the statement of financial position 
as at 30 June, 2020, and the statement of financial performance, statement of changes 
in net assets, statement of cash flows and statement of comparison of budget and actual 
amounts for the year then ended, and a summary of significant accounting policies and 
other explanatory information in accordance with the provisions of Article 229 of the 
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all 
the information and explanations which, to the best of my knowledge and belief, were 
necessary for the purpose of the audit. 
 

In my opinion, except for the effect of the matters described in the Basis for Qualified 
Opinion section of my report, the financial statements present fairly, in all material 
respects, the financial position of Murang’a University of Technology as at 30 June, 2020, 
and of its financial performance and its cash flows for the year then ended, in accordance 
with International Public Sector Accounting Standards (Accrual Basis) and comply with 
the Universities Act, 2012 and the Public Finance Management Act, 2012.  
 

Basis for Qualified Opinion 
 

1. Property, Plant and Equipment-Freehold Land 

The statement of financial position reflects a balance of Kshs.1,552,416,827 under 
property, plant and equipment which, as disclosed in Note 24 to the financial statements, 
includes an amount of Kshs.650,000,000 relating to freehold land. However, records 
presented for audit revealed that the University’s land, measuring approximately 30.95 
hectares, has been encroached by a private developer who had laid claim against a 
portion of the land. Although the University Management indicated that it had initiated the 
repossession process, the matter had not been resolved as at the time of audit in      
October, 2020. 
 
 

During the year under review, the University Management engaged a valuer from the 
Ministry of Lands and Physical planning to revalue property, plant and equipment and the 
value of the land was revised to Kshs.380,000,000. However, the University did not adopt 
the revised value in their books and financial statements yet the values of other assets 
were adopted.  
 

Under the circumstances, the accuracy of the freehold land balance of Kshs.650,000,000 
as at 30 June, 2020 could not be ascertained.  
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2.  Long-Term Investments 
 

The statement of financial position reflects a balance of Kshs.25,318,800 under long term 
investments which, as disclosed in Note 26 to the financial statements, is in respect of 
126,594 shares held in Bamburi Cement. As previously reported in 2018/2019, the shares 
were registered in the names of the trustees of the Murang’a Technical College at 
inception.  Although the Management indicated that the process of registering the shares 
in the name of the University had commenced, the process had not been completed as at 
the time of the audit in October, 2020. 
 
 

In the circumstances, the accuracy and existence of the shares investment balance of 
Kshs.25,318,800 as at 30 June, 2020 could not be confirmed. 
 

3.     Receivables from Exchange Transactions  
 

3.1.  Students’ Debtors 
 

The statement of financial position reflects a balance of Kshs.26,390,283 under 
receivables from exchange transactions which, as disclosed in Note 21 to the financial 
statements, is net of provision for doubtful debts of Kshs.1,388,962 out of which an amount 
of Kshs.19,628,400 relates to gross students debtors. However, as previously reported, 
an amount of Kshs.9,854,342 included in the gross students’ debtors balance had been 
outstanding for long. Further, no effort appears to have been made by the Management 
to recover the debts. 
 

3.2.  Long Outstanding Receivables 
 

Included in the receivables balance of Kshs.26,390,283 are long outstanding receivables 
amounting to Kshs.4,504,322 in form of house rent debtors of Kshs.107,542, University 
pension scheme receivables of Kshs.2,198,781 and other debtors balance of                   
Kshs.2,197,999. As previously reported, some of these debtors date back to 2003 
including dues owed by various tea factories and Government Ministries.  It was not clear 
why these debts have taken long to be collected and no documentary evidence was 
provided for audit review on measures being taken to recover the debts. 
 
 

Under the circumstances, the accuracy and recoverability of the receivables from 
exchange transactions net balance of Kshs.26,390,283 as at 30 June, 2020 could not be 
confirmed. 
 

4.   Long Outstanding Payables 

As disclosed in Note 28 to the financial statements, the statement of financial position 
reflects a balance of Kshs.261,587,616 under payables from exchange transactions. The 
balance includes long outstanding payables of Kshs.418,466 and Kshs.6,916,100 in 
respect of wages payables and gratuity payables to former Board of Governors (BOG) 
employees, payables of Kshs.1,123,526 for JKUAT, audit fees arrears of Kshs.4,176,000 
and student caution money of Kshs.271,622. No explanation was provided for the delay 
in paying these long outstanding amounts.  Further, a detailed analysis of the balances 
was not provided for audit review. 



 

Report of the Auditor-General on Murang’a University of Technology for the year ended 30 June, 2020 

3 

 

Consequently, the accuracy of payables from exchange transactions balance of           
Kshs.261,587,616 as at 30 June, 2020 could not be confirmed.  
     
5.  Obsolete Inventory 
 

As disclosed in Note 23 to the financial statements, the statement of financial position 
reflects an inventory balance of Kshs.2,321,044. However, the balance includes obsolete 
inventory items which should have been written off casting doubt on the accuracy and 
completeness of the inventory balance of Kshs.2,321,044 as at 30 June, 2020.  
 

6.  Unconfirmed Tuition and Tuition Related Income 
 

As disclosed in Note 10 to the financial statements, the statement of financial 
performance reflects tuition and tuition related income totalling Kshs.201,053,918. 
However, the supporting schedules and students’ invoices reflected income totalling 
Kshs.179,320,010, resulting in an unexplained difference of Kshs.21,733,908.  
  
Consequently, the accuracy of the tuition and tuition related income totalling 
Kshs.201,053,918 for the year ended 30 June, 2020 was not confirmed.   
 

The audit was conducted in accordance with International Standards of Supreme Audit 
Institutions (ISSAIs). I am independent of the Murang’a University of Technology 
Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical 
responsibilities in accordance with the ISSAI and in accordance with other ethical 
requirements applicable to performing audits of financial statements in Kenya. I believe 
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for 
my qualified opinion.  
 

Key Audit Matters  
 

Key audit matters are those matters that, in my professional judgment, are of most 
significance in the audit of the financial statements. There were no key audit matters to 
report in the year under review. 
 

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC 
RESOURCES 
 

Conclusion 
 

As required by Article 229(6) of the Constitution, based on the audit procedures 
performed, except for the matters described in the Basis for Conclusion on Lawfulness 
and Effectiveness in Use of Public Resources section of my report, I confirm that, nothing 
else has come to my attention to cause me to believe that public resources have not been 
applied lawfully and in an effective way. 
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Basis for Conclusion 
 

1. Work in Progress - Delay in Implementation of Projects   

The statement of financial position reflects a balance of Kshs.422,087,344 under work-
in-progress which, as disclosed in Note 25 to the financial statements, related to 
construction of a hostel block Phase 1 Wing 2, a science complex, road works, perimeter 
wall and ERP software. Review of records revealed that although the projects were 
initiated in the financial year 2016/2017 with expected completion date of April, 2018, the 
projects had taken too long to complete and the contract period had lapsed, as analysed 
below: 

 
S.No 

 
Project 

Contract Amount  
(Kshs.) 

 
Contract Date 

Expected 
Completion Date 

1.  ERP Software  25,520,000 1 September, 2016 30 March, 2018 

2.  Hostel Block Phase 
1, Wing 2 

154,959,824 18 November, 2016 16 April, 2018 

3.  Hostel block-Phase 3 199,103,623 19 December, 2016 19 June ,2017 

4.  Perimeter Wall 60,600,232 23 November, 2016 15 October, 2017 

 Total 440,183,679   
 

The University attributes the delay to slow disbursement of funding by The National 
Government, while the construction of perimeter fence had stalled due to a court case on 
encroachment of the University land by a private developer. The Management, however, 
did not give evidence of steps being taken to complete the projects. 

2. Management of Travel Expenses 

The statement of financial performance reflects an expenditure of Kshs.116,451,937 
under general operating expenses which, as disclosed in Note 18 to the financial 
statements, includes an amount of Kshs.7,368,253 in respect of travel and subsistence. 
However, review of expenditure records revealed that the University used unapproved 
higher rates of 1/4 and 1/2 per diems to pay lunch allowances and day trip allowances 
respectively, totalling to Kshs.1,914,899 contrary to the guidelines set by the Salaries and 
Remuneration Commission (SRC).  
 

Under the circumstances, the propriety of the expenditure of Kshs.1,914,899 incurred on 
travel and subsistence allowances could not be confirmed. 
 

3. Implementation of e-Procurement 
 

During the financial year under review, the University did not implement e-procurement 
in acquisition of goods and services. Review of the procurement process revealed 
that advertisement, purchase requisition, the Local Purchase Order (LPO) and the Goods 
Received Note (GRN) are done on the ABNO Unisol ERP platform while tenders opening, 
quotations and proposals, tender evaluation and award are done manually because the 
system in place does not support all the modules of procurement. This is contrary to 
Executive Order No.6 of 2015 and Executive Order No.2 of 2018 which required entities 
to implement e-procurement fully. Further, in cases where officers accorded certain rights 
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failed to report for work, their rights were assigned to another official compromising on 
controls and loss of audit trail.  
 

4. Staff on Acting Positions Beyond Six Months 
 

Examination of payroll and human resources records revealed forty-two (42) officers had 
been holding various positions in acting capacity and paid acting allowances for more 
than six (6) months, with some acting for more than two (2) years. This is contrary to 
Section 34(3) of the Public Service Commission Act, 2017 that states that an officer may 
be appointed in an acting capacity for a period of at least thirty days but not exceeding a 
period of six months. No explanation was provided by Management on why the posts 
have not been filled or the officers confirmed to the posts.  
 

Under the circumstances, the University Management is in breach of the law. 
 

5. Non-Compliance with Ethnic Diversity  
 

During the year under review, the University had a total of 285 staff in its establishment. 
However, 193 or 68% of the employees were from one dominant ethnic community 
contrary to the requirements of Section 7(2) of the National Cohesion and Integration Act, 
2008 which sates no public establishment shall have more than one third of its staff from 
the same ethnic community.  
 

The audit was conducted in accordance with ISSAI 4000. The standard requires that I 
comply with ethical requirements and plan and perform the audit to obtain assurance 
about whether the activities, financial transactions and information reflected in the 
financial statements are in compliance, in all material respects, with the authorities that 
govern them. I believe that the audit evidence I have obtained is sufficient and appropriate 
to provide a basis for my conclusion. 
 
 

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT 
AND GOVERNANCE   

Conclusion 
 

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit 
procedures performed, except for the matters described in the Basis for Conclusion on 
Effectiveness of Internal Controls, Risk Management and Governance section of my 
report, I confirm that, nothing else has come to my attention to cause me to believe that 
internal controls, risk management and overall governance were not effective. 
 

Basis for Conclusion 
 

1. Unexplained Cash Withdrawals 
 

Review of expenditure records revealed that the University made cash withdrawals 
totalling to Kshs.5,403,426 from Account No.1142192814 at the Kenya Commercial Bank 
(KCB) for payment of various goods and services during the year under review. However, 
the University did not operate a standing imprest system for payment of minor office 
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expenses and subsequent replenishment once exhausted. No explanation was provided 
on why the payments were made in cash which is more prone to abuse and 
misappropriation than the cheque system. 
 

2. Governance and Composition of Council Members 
 

Review of the list of Board Members who served during the year under review indicated 
that out of the eleven (11) Members, none was a financial expert. This is contrary to 
Section 1.1(6) of the Mwongozo Code of governance for state corporations which requires 
at least one Board Member to be a financial expert. Further, records indicates that the 
Murang’a University of Technology was declared as a fully-fledged University by the 
President on 7 October, 2016. However, the Charter was not gazetted by the Cabinet 
Secretary as required under the Universities Act, 2012. The Management has not 
provided evidence of effort being taken to have the Charter gazetted.  
 

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330.  The standards 
require that I plan and perform the audit to obtain assurance about whether processes 
and systems of internal control, risk management and overall governance were operating 
effectively, in all material respects. I believe that the audit evidence I have obtained is 
sufficient and appropriate to provide a basis for my conclusion. 

 

Responsibilities of Management and those Charged with Governance  
 

Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with International Public Sector Accounting Standards (Accrual 
Basis) and for maintaining effective internal control as Management determines is 
necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error and for its assessment of the effectiveness 
of internal control, risk management and governance. 
 

In preparing the financial statements, Management is responsible for assessing the 
University’s ability to sustain services, disclosing, as applicable, matters related to 
sustainability of services and using the applicable basis of accounting unless Management 
is aware of intention to terminate the University or to cease operations. 
 

Management is also responsible for the submission of the financial statements to the 
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act, 
2015. 
 

In addition to the responsibility for the preparation and presentation of the financial 
statements described above, Management is also responsible for ensuring that the 
activities, financial transactions and information reflected in the financial statements are 
in compliance with the authorities which govern them, and that public resources are 
applied in an effective way. 
 

Those charged with governance are responsible for overseeing the financial reporting 
process, reviewing the effectiveness of how the University monitors compliance with 
relevant legislative and regulatory requirements, ensuring that effective processes and 
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systems are in place to address key roles and responsibilities in relation to governance 
and risk management, and ensuring the adequacy and effectiveness of the control 
environment. 
 

Auditor-General’s Responsibilities for the Audit  
 

The audit objectives are to obtain reasonable assurance about whether the financial 
statements as a whole are free from material misstatement, whether due to fraud or error, 
and to issue an auditor’s report that includes my opinion in accordance with the provisions 
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with 
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but 
is not a guarantee that an audit conducted in accordance with ISSAIs will always detect 
a material misstatement and weakness when it exists. Misstatements can arise from fraud 
or error and are considered material if, individually or in the aggregate, they could 
reasonably be expected to influence the economic decisions of users taken on the basis 
of these financial statements. 
 

In addition to the audit of the financial statements, a compliance audit is planned and 
performed to express a conclusion about whether, in all material respects, the activities, 
financial transactions and information reflected in the financial statements are in 
compliance with the authorities that govern them and that public resources are applied in 
an effective way, in accordance with the provisions of Article 229(6) of the Constitution 
and submit the audit report in compliance with Article 229(7) of the Constitution.  
 

Further, in planning and performing the audit of the financial statements and audit of 
compliance, I consider internal control in order to give an assurance on the effectiveness 
of internal controls, risk management and governance processes and systems in 
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit 
the audit report in compliance with Article 229(7) of the Constitution. My consideration of 
the internal control would not necessarily disclose all matters in the internal control that 
might be material weaknesses under the ISSAIs. A material weakness is a condition in 
which the design or operation of one or more of the internal control components does not 
reduce to a relatively low level the risk that misstatements caused by error or fraud in 
amounts that would be material in relation to the financial statements being audited may 
occur and not be detected within a timely period by employees in the normal course of 
performing their assigned functions.  
 

Because of its inherent limitations, internal control may not prevent or detect 
misstatements and instances of non-compliance. Also, projections of any evaluation of 
effectiveness to future periods are subject to the risk that controls may become 
inadequate because of changes in conditions, or that the degree of compliance with the 
policies and procedures may deteriorate. 
 

As part of an audit conducted in accordance with ISSAIs, I exercise professional 
judgement and maintain professional skepticism throughout the audit. I also:  

 Identify and assess the risks of material misstatement of the financial statements, 
whether due to fraud or error, design and perform audit procedures responsive to those 
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risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for 
my opinion. The risk of not detecting a material misstatement resulting from fraud is 
higher than for one resulting from error, as fraud may involve collusion, forgery, 
intentional omissions, misrepresentations, or the override of internal control.  

 

 Evaluate the appropriateness of accounting policies used and the reasonableness of 
accounting estimates and related disclosures made by the Management.  

 

 Conclude on the appropriateness of the Management’s use of the applicable basis of 
accounting and, based on the audit evidence obtained, whether a material uncertainty 
exists related to events or conditions that may cast significant doubt on the University’s 
ability to sustain its services. If I conclude that a material uncertainty exists, I am 
required to draw attention in the auditor’s report to the related disclosures in the 
financial statements or, if such disclosures are inadequate, to modify my opinion. My 
conclusions are based on the audit evidence obtained up to the date of my audit report. 
However, future events or conditions may cause the University to cease to sustain its 
services.  

 

 Evaluate the overall presentation, structure and content of the financial statements, 
including the disclosures, and whether the financial statements represent the 
underlying transactions and events in a manner that achieves fair presentation.  

 

 Obtain sufficient appropriate audit evidence regarding the financial information and 
business activities of the University to express an opinion on the financial statements.  

 

 Perform such other procedures as I consider necessary in the circumstances. 
 
I communicate with the Management regarding, among other matters, the planned scope 
and timing of the audit and significant audit findings, including any significant deficiencies 
in internal control that are identified during the audit.  

  
I also provide Management with a statement that I have complied with relevant ethical 
requirements regarding independence, and to communicate with them all relationships 
and other matters that may reasonably be thought to bear on my independence, and 
where applicable, related safeguards.  

 
 
CPA Nancy Gathungu, CBS 
AUDITOR-GENERAL 
 

Nairobi 
 

07 December, 2021 


